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Introduction and Summary

This submission iz made in support nf the proposed Local Marketing Agreement
(LMA) between WTTE Channel 28 and WSYX Channel 6 in Columbus, Ohio. WTTE is owned
by Sinclair Broadcast Group, Inc, (Sinclair). WSYX is owned by River City Broadcasting, L.P.
(River City). The parties® objective in goncluding the LMA is to allow WSYX and WTTE, the
third- and fourth-ranked ststions in Columbus, to compete more cffectively with the other
stations and other media in the market for local advertising dollars, As explained below, on the
basis of Sinclair’s experience with LMA= in other markets, the parfies expect that this LMA will
not only cnhance the two stations’ competitiveness vis-a-vis their other media rivals, but will
glso generate real efficiencies and significant benefits for advertisers.

: These benefits will nnt be achieved at the cost of higher advertising prices or
lower nutput in Columbus. We discuss three reasons for this conclusion. First, in 2 properly
defined relevant market the combined WSYX/WTTE share of advertsing revenues is simply too
low to raise competitive concerns. Second, even if, contragy 10 all available evidence, the
rclevant market for purposes of analyzing this transactinn were defined very narrowly (g.g., as
broadcast and cable local tclrvision advertising), the parties® aggregate share would stll be
below the level the Departruent has indicated in radio merger cases is sufficient to give rise to
anticompetitive concorns. Finally, even if that threshold were met, the two potential
anticornpetitive effccts the Department has identified In such cases are not present here,V First,
the heterogeneity and perishability of telcvision advertising preclude the possibllity that the
LMA conld facilitate collusion smong the Cohumbus stations. Second, the nature of looal
television programwming (which, unlike redio formats, is designed fo appeal 10 a wide variety of
demographic groups) and the fact that WTTE and WSYX are not each other’s closest substitutes
in any advertising dayparnt would prevent cither station from being ahle profitably to raise its
rates unilaterally once the LMA was in place.

In view of the substantial efficiencies and advertiser benefits the LMA is expected
to gencrate, and the absence of any likely anticompetitive cffects, the Department should clear
this transaction expeditiously.

Overview of the Transaction
The proposed LMA was originally part of a transaction notified tn the Department

on Aprl 11, 1996, under which Sinclair agreed to acquire for approximately $1.2 billion
substantially all of River City's assets. Those assets included the non-license assets of WSYX-

1y Sec Hon. Joel 1, Klein, “DOJ Analysis of Radio Mergers,” Speech presented at the

ANA Hotel, Washington, D.C. (February 19, 1997) at 11,



TV in Columhns, Ohio. The Asset Purchase Agreement (the “Agreement”) provided that
Sinclair would program WSYX pursnant to an LMA, under which Sinclair was to obtain the
rights to advertising revenues generated by that programming ¥ In addition, the Agreement
transferred certain employcc contracts and assets to Sinclair and provided that the partieg, upon
closing of the transaction, wold enter into an Option Agreement under which Sinclair would
have the option to purchase WSYX's remaining assets, including its Federal Communication
Commission (FCC) braadcast license,

The Department subsequently communicated to the partics that it would necd
additional information in order to evaluate the competitive effects of the LMA. In order o a)low
the other parts of the transaction to proceed, the parties agreed to modify the Agreement to
eliminate the provisions relating to the acquisition of the WSYX as<ets and the Columbus LMA
and to submit another Hart-Scott-Rodino filing reflecting this modification. In addition, the
parties committed to provide the Department with thirty days written notice before entering into
an LMA with WSYX, along with a copy of the proposed agrceruent. They also agreed that if
within the thirty-day notice period the Department werc to request additional information and
doouments concerning the proposed LLMA, they would not implement the LMA until 20 days
after they had substantially complied with the Department's request. (Tab 1).

Pursuant to thesc nndertakings the partics are now subrmitting to the Deparmuent
the enclosed “Time Brokerage Agreement” (the LMA)., (Tab 2). The LMA commits Sinclatr to
provide WSYX with et least1 66 hours.of programming per week and in exchsnge entitles the
company to receive a monthly fee, as well &s all the advertising revenucs derived from the
rogramming it supplies. Sinclair and River City contemplate that, absent A material breach by
either party, the LMA will continue until the date of consummation of the purchase of WSYX
assets, as provided for in the Asset Purchase Apreement and Option Agreement, or until the |
expiration of the excrrise period contained in the Option Agreement. |

Reasons for the Proposed LMA

WSYX (an ABC affiliatc) and WITE (a Fox effiliate) are, and have been for
many years, the third and fourth-ranked television broadeast stations in Columbus. The top-
ranked station, WBNS (the CBS affiliate), is owned by the Dispatch Printing Co (“Dispatch™), ’
Dispatch also owns the principal daily newspaper in Columbus, The Columbus Dispntch, as well

y TInder the FCC's duopoly rule, televigion station ewmers are prohibited from
owning more than ope station in a given local market or DMA. The FCC rules do, however,
permit the owner of one station in a market 10 program a second station in the same market
pursuant 10 an LMA.
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ag two radio stations,¥ and it recently launched an all-news cable channel, Ohio News Network
(ONN). WBNS is particularly dominant in locel ncws, which typically generates 35-45% of &
television statlon's local advertising revenue; its news ratings exceed the mtings for the WTTE
angd WSYX newscasts combined.

The second-ranked station 3s WCMH, WCMII is an owned-and-operated NBC
station. NBC also nwns and programs the cable channels CNBC and MSNBC, bath of which are
carried on Columtus cable systems. Three years ago WCMH entered into a local marketing
agreement with the fifth station in the market, WWHO.* WCMH is the dominant station in
prime-time: NBC shows consistently claim over half of the slots in the Nielsen rankings of the
top 20 shows during this daypart. Reveaues from advertising sold on prime-time programs
typically accmmt for 15-25% of a network affiliate's revenues.

WTTE and WEYX are currently at a substantial disadvantage in competing for
advertising revenue in Columbms. Neither station owns or is affiliated with annther media
propesty in the market. As a result, neither station has access to the créss-prnmotional and cross-
sclling opportunities availablc to its over-the-nir telcvision competitors. In addition, ag two of
the weakest stations in the market, both WSYX and WTTE face increasing competidon for Jocal
advertising revenues from ather media, including cable television and redio ¥ While exact

— mumbers are pot-evailable, it is-our-understanding that Time Warner Communications and
.. Coaxial, the two prncipal cable systems in Colvmbus, have expericnced consistent growth in
Jncal advertising revenue aver the past few ycars; indeed,.all or.most of the businesses currently
advertising on the Columbus cable systems in the past placed their commercials on over-the-air
televigion. With respect 1a radio, the consolidation permitted by the 1996 Telecormmunications
Act has enabled that medium to become even more competitive with local television; Jacor, for
_ . example, recently muchased seven radin stations in Cojlumbus.and can now pitch packages 1o
advertisers that offer broad reach as well as targeted demographics.

i WBNS-AM and WBNS-FM.

Y WWHO has recently been acld to Paramonnt. As a regult of this transaction, the
patties.expect that the LMA with WCMH will be discontinued and that WWHO will become a
PN affiliate. WWHO is currently & Warmner Brothers affiliate.

Y ‘When advertisers deride 1o reallocate their spending among the mix of media they
use, it is typically the weaker firms (i.2,, their secondary or tertiary buys) in the medium in which
spending is being reduced that suffer the most. Because WSYX's and WITE's programs
generally draw lower ratings than do those of WBNS and WCMH, spots on their schedules are
less likely to be viewed as “must buys” and retained when advertising dollars are shifted to other
media.
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The partics’ nhject in entering into the LMA is 1o level the playing field in
Columbus and enable WSYX and WTTE to compete more effectively for advertisers with the
other media in the market. Sinclair has hed cxtensive experience operating LMAS in other,
comparably sized markets. On the basis of that experience, the partics expect that the proposed
LMA will cnhance the stations’ competitiveness by allowing them to achieve substantial
efficiencies and in the process will elso yicld significant benefits for advertisers, The projected
efficicncics and advertiser benefits are outlined below.

. Expanded output of local news. In anticipation of the LMA, last fall WSYX
and WTTE entered into a Ncws Production Apreement (Tah 3), under which WSYX agreed to
produce and staff a nightly 10 o'clock news program over WTTE's facllities. This agreement has
rexulted in the introduction of a fifth late-evening newscast in Columbus, which has been very
successful (adding 2-3 news rating polnts to the market) and has increased the inventory of late-
news spots availablc to advertisers.

If the LMA is not approved by regulatory authorities, it is unlikely that the new
production agrecment will continue beyond its 1998 expiration date. The arrangement is simply
uneconomical for WSYX absent the savings anticipated from implementation of the LMA. Asa
result, the WTTE newscast (and the additional inveatory it provides) will likely disappesr from
the market ifthe EMA-is blocked:—thecost tn-WTTE of independently-producing-a 10 o'clock
news would he prohibidve and it is highly vnlikely that another Columhus station would agree tn

-produce news for. W TE-for a foe remotely-close to. what WSYX has charged.¢

On the other hand, appraval of the LMA would facilitate the improvement of hoth
stations' news products because the costs of upgraded equipment, yore experienced personncl
and additional facilities could be spread aver twa outlets rather than one. These impchm.mtJ
would directly benefit advertiscrs by generating more rating points in this daypart and uﬁcring\a
more competitive alternative to the much higher-rated WBNS and WCMH newsoasts. In \
addition, the cost savings achicved through the LMA may permit the two stetions to increase
further the inventory of late news spots in Columbus, c.g., by expanding the 10 o'clock newscast
to an hour or by introducing a 6:30 p.mn. news, as Sinclair has done in other markets in which it
operates LMAs.”

1
'

& Sinclair estimates thet introducing a 10 o'clock newscast on its own would cost
WTTE $2 million in capital expenditures for cquipment and $1.5 million per year for operating
expenses, Ry contragt, the fee WITE pays tn WSYX under the News Production Agreement is
only $400,000 per year.

2 Sce, e.p., Jon Lafayette, “Two Baltimore Stations Put Spin on LMASs,” Electronic
Media (March 24, 1997) 1997 WL 8289143 (describing the addition of a 6:30 p.m. newscast on
one of the Baltimore stations operated by Sinclair pursuant to an LMA).
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. v .— -owned station, KABBSY . . o o

' Cost savings. Using its experience in other LMA markets as a guide, Sinclair
anticipates ennual savings of $1.6 million (or 10% of the stations' total opcrating expenses) as a
result of the consolidation in Columbus. The principal reductions are expected from the
elimination of duplicative staff in engineering, traffic, sales and general administrative positions.
In addition, Sinclair expects 10 be able to redure the stations' promotional expendirures by 10-
12% once they are able to make their advertising purchases jointly. Finally, consolidetion of the
stations in one facility should result in a substantial decrease in payments for, inter alia, rent,
insurance, property taxes and utilitics.

- e e - Cross-promotion.—As noted.above, both-the top-ranked Columbus telcvision
stations own or are affiliated with other media outlets in the market. Thelr affiliations affnrd
thosé stations a form of free advertising that WSYX end WTTE do not enjoy. WBNS, for
example, benefits from the ability o promote its programming in the Dispatch,Y on its two radio
stations, and on ONN, Similarly, WCMH and WWHO have benefitied from aggressively cross-
promoting each other's programs, partienlarly their nightly newscasts, and even after WWHO
becomes independent WCMH will continue to cmjoy cross-promotional bencfits from NBC's
ownership of the cahle channels CNBC and MSNRC.

The LMA would provide a meaus for WTTE and WSYX to redress this
- imbalance-byallowing them to-promote theirprogramming-over two stations and thezeby
—potentially increase_thedr combined audicnec, a5 viewers-of one station are made aware of
- . offerings-on the. other station that-may appeal-to them..Sinclair bas witnesscd the salutary effect
of cross-promotions in some of its other LMA'd markets: in San Antonio, for example, the
ratings of the San Amonio Spurs games an one of its LMA stations, KRRT, have clearly
benefitted from the promohunal spots run on the Dallas Cowboys games carried by Sinclair's

. Sales management consolidation, If the LMA is approved, Sinclair expects to
retain both stations’ sales forecs hut to consolidate their management by appointing a single
directar of sales (DOS). This consolidation should allow the stations 10 compete more
cffectively for advertiser dollars by giving the DOS better information about demand and supply
conditions in the market and more flexibility in developing attractive advertising packages,
advamages that the dominant siation in Columbus, WBNS, already enjoys by virtue of its

affiliations with other Jocal media.

8/ Advertiging space on the page in the Dispatch that carrics the daily television
program guide, for example, is not available for sale 1o any Columbus station other than WBNS,
S¢e Tab 4.

Y] See alsn Lafayette, supra note 7 (describing Sinclair’s plans for its nwned station

in Baltimore to cross-promote the newscasts on its ILMA'd station).
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At the moment WTTE is often the fourth call for advertisers looking to buy time
on the local Columbus stations, and there arc numerous flrms that do not use WTTE at all for
their television ads. Accordingly, although an advertiser may have a demographic and ratings
1arget that some nf WTTE's shows could help achieve, WTTE neverthcless might be shut aut of
the buy because the advertlser has only contacted the top three nctwork afflliates or thinks of Fox
shows as appealing only to young adults. With the LMA, if word of this buy came into WSYX,
the DOS coulrl use the information to have WITE's salespeople submit an appropriate avail w
the advertiser ot to direct WSYX's salcs staff 10 try and get WTTE's shows included. The same
thing conld be done for advertisers who approach WTTE, hut not WSYX, and have needs that
could be met by. some-of WSYI('s programs. — -

Sinclair has ohscrved this 565t of cross-fertilization ocewrring in the other markets
in which it operates LMAs. In San Antonio, for cxample, KABB (a Fox affiliatc) may get a call
for its prime-time avails which does not come to KRRT (2 UPN affiliate) because the latter is a
lower-ranked station in the market. In these situations, the DOS has alerted the KRRT staff to
the inquiry and encouraged them to call the advertiser and ask for the opportunity 1o compete on
the buy. Advertiscrs in Columbus similarly report that WCMH has frequently used the market
intelligence received by its account executives to boost sales of spots an WWHO.

o e eees — =The-EMA will alao-enhancethe-stations'compctitiveness by providing the DOS
—  —with greaterflexibility. Wo-assemble packages.ofamuive.progwnmmg- for advertisers and offer
. .discounts-fer-high-volume purchascs:%-For-example, together WSYX.and WTITE have a
sizeeble inventory of popular sports programming: with the LMA they could offer advertisers in
one transaction tilored packages of desirable spots running on both stations. In addition, by
enabling the DOS 10 package spots on the Two stations’ late newscasts for advertisers sceking o
-. —buy-that daypart_the LMA will creatc 2 more visble alternative 10 WBNS and WCMH, whose
newscasts consistently place #1 and #2 in the Nielsen ratinps and draw almost twice the audience
attracted by either WSYX's or WITE's news program,

. Complementary programming. In other markets, Sinclgir has succeeded in
increasing the aggregate ratings of its owned and LMA'd stations by running complementary
programuming (Le,, shows that appeal to somewhat difterent, rather than completely overlapping,
demographics) in their non-nerwork dayparts. In Raltimore, for example, prior tn the LMA of
WNUYV, the Sinclair-owned station (WBFF) and WNUV ran slmiler types of shows (i.e,,
sltcoms) during the samc dayparts. After the LMA, however, WNUV began to run programming
that appealed to a younger, more urban and cthnic andience during those time periods. By
contrast, WBFF continues 1o run sitcorns, which are geared more to subwrban viewers, The
combined ratings of the Baltimore stations in these dayparts have improved with the LMA, thus
meaking them mare artractlve to advertiscrs, Since the LMA was introduced in 1994, the stations’

1oy The latter practice is sometimes refexred 10 in the industry as “packaging for
share.”
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combined share of local ajivertising revenue has grown from 32% to 34%4, an increase of a half
poim each year, While the number of dayparts available for this kind of counter-programming is
mofre limited in Columbus because WSYX and WTTE, as ABC and Fox affiliates, receive more
hours of network programming that the statinns in Baltimors do,!V Riuclair nevertheless expects
that beneficial results can be achieved by applying the strstegy in the time perlods commonly
reforred to as “early fringe” (5:30-7pm), “prime access” (7-8pm) and “late fringe” (11:30pm -
past midnight).

. Digital conversion. In April of this yeer, the FCC voted to require broadcastars
to equip their facilities to transmit digital programruing according to a strict sehedule. Major
nctwork affiliates in the top 10 markets have until May 1, 1999, 1o pet a digital sigral on the air.
Affiliates in markets 11-30 have wmtil November 1, 1999, Al other commercial stations,
incliding those in Columbus, have five years to complcte the tansition /%

The estimates of the investment required to convert & television statlon to digital
vary widely, but are in the range of at least $3-5 million.¥ Sinclair projects that if, ag is plansicd
under the LMA, WSYX and WTTE were operated omt of a single facility, the digial OOI]Y':I::I:[I
of the stations would cost $1-2 million less and conld be accomplished much more quickly than
if each station were to be upgraded separstcly &Y In Pinsburgh, for example, where Ninclair
recently consolidated the operations of its owned and LMA'd stations in one facility, in addition

by Network programming accounts for 20% and 40% of WTTE's and WSYX's
schedules, respectively.

Ly Sec Chris MeConnell, “DTV: The Work Begins,” Brnadcasting & Cable 6-7 l
(April 7, 1997). According 1o the TV & Cablr Facrbook, Columbus is 34th largest market in the
country, !
3y See McConnell, supra note 12, at 7 (reprrting ABC Vice President and Direotoxx

of Fngineering Robert Niles' estimate that it will cost $3-4 milllon per station to achieve the
upgrade); Diana Mermigas, “Rnbert Wright Q&A: Challenges of a New Age,” Elecironic Media
1, 12 May 12, 1997) (quoting the estimate of NBC President and CEQO Robert Wright that it will
cost “$3 million to $5 millicn 2 station™ 1o convert to digital). Other estimates are even higher,’
The NAB, for examplc, has predictad that the “average cost to convert [a] station 1o digital and
high deflnition telcvision [will] be more than $8 million,” Public Broadcasting Report (4/4/97)
1997 WL 8585664,

1/ In this regard, it is worth noting that the FCC has recognized the bencfits of
conperative arrangements hetween broadcasters designed 10 spread the costs and accelerate the
introductlon of digital programming and has indicated that it will “look wath favor on such
arrangernents.” Federal Comununications Commission, In ¥e Advanced Television Systems and
Thetr Effect upon the Existing Telgvision Broadrast Service, MM Dkt. No, R7-268, Fifth Report
and Order (April 21, 1997) at 27.
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1o building a news studio to accommodate the launch of a 10 o'clock newscast for the Fox
affiliate, the company decided to install the technology and equipment necessary to make both
stations digital-ready ¥ The price-tag of the addition and upgrade was approximately $6 milljon,
which is $4 million less then it would have cost to convert two scparate facilities, and which
Sinclair determined was & cost-cffective investment only because of the presence of the LMA.

The consolidation and upgrading of facilitics that the LMA would effect in
Columbus is especially important for WTTE and WSYX, because they are already considerably
hehind WBNS and WCMH in terms of advanoed equipment and technology. For example,
-neither statlon has & Doppler.radar, satellite truck or ncws helicopter; WBNS and WCMH both
do.

- . Becanse WCMH is an NBC owned-and-operated station, Sinclair expects that it
will move quickly to roake the conversion Similarly, given its deep-pocketed owner and
position as the top-ranked station in Columbus, there is little doubt thet WBNS will convert to
digital well beforc the five-year deadline. The WTITE/WSYX LMA would thus have the double
advantage of sceiring the stations' ability to remain competitive with the other Columbus
stations into the next century and of making their conversion to digital more cost-efficient and

timely.

. .-—-Competitiye,]i!ﬂects._ e

As the Departmcnt has recogrﬂzad, once thc partlcs to 2 horizontal apreement
have demonstrated that their arrangement has the potential to produce substantial procompetitive
benefits, no violation of the antitrust laws can be made out unless the arranpement also appears
.~ —Jikely tohave sipnificant anticnmpetitive_effects.lZ_As discussed above, on the basis of Sinclair’s
extensive experience with LMAs in other markets, the partics expect the Columbus LMA 10
yield efficlencies that will hnth enhance the stations’ competitiveness against stronger rivals and
improve the offerings available to local advertiscrs.. :

1y See "Digital Domain in Pittsburgh,” Brogdrnsting & Cable 28 (April 9, 1997).

) Indeed, FCC Chairman Reed Hundt has praised NBC in particolar for its
commitment to accelerate the digital upgrade of its owned-and~operated stations, See Separate
Statement of Chairman Reed E. Hundt, Re: Adoption of Digital Television Allotment and
Scrvice Rules Reports end Orders (April 3, 1997) at 5.

Ly Sec Hon. Joel I, Kiein, “A Stcpwise Approach to Antitrust Review of Horizoatal
Agreements,” Specch before the American Rar Assoclation’s Antitrust Section Serni-Annual Fall
Policy Program, the Westin Hotel (November 7, 1996) at 15.
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Aocordingly, in nrder to have a basis for challenging this transaction, the
Department would need to show that the LMA is Jikcly to have substantial adverse effects on
competition for the salc of local advertising in Columbus. The attached white paper by Drs.
McAnneny and Baumann of Economists, Inc. explains in detail why such a showing simply
cannot be made in this case. In addition to discussing further the efficiencies outlined ebove, the
paper mekes four principal points.

First, Drs, McAnneny and Baumann determine that the appropriate relevaat

market in which to measure the compctitive effects of the LMA is local advertising in all

..Cohumbus.media, including over-the-ajr and cable television, radio, newspapers, direct mail and
outdoor. This conclusion is based on interviews with numerous buyers of locel advertising in
Columtnis, data revealing the historical patierns of media usage in Columbus, and two
gconoractric studies of the cffect of television-station concentration on television adverdsing
ratcs and profitability. Comsidered in the context of this market, the combined share of WSYX
and WTTE stations is less than 7%, far too small to raize competitive concerns.

Second, Drs. McAnneny and Beumann find that as the market definition is !
progressively narrowed hy excluding various media, the aggregate WSYX/WTTE share does not
reach the Jevels thet have in the past attracted DOJ scrutiny until the definition is confined to

- —hroadeast and-eable-telovision—Even-using this artificially narrow definition; the stations'-
combined share is only 33.9%, which is below the 35% threshold the Merger Guidelines require
before potentiel harm from unilateral effects may be found and is elso below the post-acquisition .
shares in the radin mergers that DOJ has challenged 1o date. In eddition, Drs. McAnneny and
Baumann notc that even the 33.9% figurc Jikely oversiates the parties' competitive position
because it does nnt 1ake into account either the accelerating shift of viewers and advertising |

..dollars to_ceble nrthe porential entry of a sixth commaercial telcvisinn siation into the Colum
market.

Third, Drs. McAnncny and Baumann consider the possibility that, by faciliraﬁnl
oollusion among the local television stations, the LMA could result in higher advertising prices|
in Columbus. They show that, as DOJ appears to have recngnized, collusion in advertising
markets generally is difficult because of the heterogeneity and perishability of the products,

They then explain why this conclusion is equally applicable w television spots in Columbus: the
spots are sold through private, individualized negotiations; the prices quoted change constantly
depending upon the fluctuations of supply and demand in the market; and there is little
transparency with respect to the rates advertisers actually pay.for a given commercial.

Fourth, assnming arguendo that the parties' combined rovenuce sharé met the 35%
threshold necessary for unilateral effects to be an issue, Drs. McAnncny and Baumann explain
why a strategy of raising rates at one of the statinns while keeping constant the prices charged by
the other station would not be profiteble and therefare should not be a cause of competitive
concern. In order to have any hope of success, that strategy would require that WT1E and
WSYX were the closest substitutes to each other for a large number of advertisers: otherwise,
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given the high varieble contribution margins from television spot sales, the defection of even a
small number of advertisers to other stations or media would be enough to render the price
increase unprofitable. The cvidence, however, precludes such e finding. For example, none of
the advertisers the economists interviewed stated that they view WTTE and WSYX as their top
twao choices for targeting any demographic or conveying the message of any client; on the
contrary, most said that they consider gl the Columbus stations interchangeable and contact all
of them for avails on every buy. In addition, because ABC supplies its affiliates with much more
daily network programming than Fox daes, there is a significant amount of non-ovetlap in
WSYX's and WITE's progremming. Furthermore, according to recent Nielsen and Scarborough

-reports, WSYX and WITE arc notranked first-and-second-for any.demographic in any daypart.
More gencrally, there simply is no paralle] to the threat to adverrtisers DOJ has perceived in
radio-merger cases from the consolidation of two or more stations broadcasting the same format:
commercial television stations all carry a varigty of programs that appeal to different audiences --
nonc caters exclusively to a single demographic.

Even if therc were a subset of advertiscrs for which WSYX and WTTE were the
__ twn favorite suppliers, the stations still oould not profitahly impose the price increase unless thoy
were able to identify the buyers in this group and snccessfully price discriminate against them.
As Drs. McAnneny and Baumann explain, the nbstacles to price diserimination are almost
certainly insurmountable. In the first place, identification of the captive advertisers would be
. —difficult, if not impossihle, because most buyers include other stetions and other media in their
campaigns and shift allocations frequently amnng those media. In addition, many of the local
advertisers in Columbus make their buys through intermediaries (e.g., advertising agencics and
media buyers) who wnuld be able to recognize: and resist the sttempted price discrimination, The
same is true for the typically large and sophisticated firms that purchase spots directly from the
—. . stations,.and any adverriser that felt vilnerable.to price disoriminatinn could easily hire an _
agency to make its buys without revealing its identity.

Conclnsion

. As the only television stations in Columbus not affiliated with another local media
property, WITE and WSYX are cirrently at a substantial disadvantage in competing for
advertising revenues with the other aver-the-air television stations. In addition, they are facing
increasing competition for advertiser dollars from other media in the market, including cable
tclevision and radio. The proposed LMA will help the parties overcome this handicap and, as
the Sinclair experience in other LMA markets demonstrates, should yield significant efficiencics
and benefits for advertisers.

The stations’ enhanced compctitiveness will not come at the cost of higher
advertising ratcs or lower output. As the white paper explains, the stations' combined share of
the properly defined relevant market is simply 100 low to trigger competitive concerns.
Moreover, cven if the relevant market were confined to broadceast aud cable television, there is no
basis on which a finding could be made that the LMA will either facjlitate collusion among
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Columbus television broadcasters or permit WITE and WSYX profitably to raise prices
unilaterally to any group of captive advertisers.

The Department should therefore approve this transaction without further delay.
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